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Yvonne: Hello everyone! The current pace of life is busy, and many people do not have 

time to keep up with market trends, so they hope to manage their assets in a flexible, 

convenient and time-saving way, which explains why passive investing has become 

increasingly popular in recent years. 

Morningstar data shows that the asset under management (AUM) of index products 

listed in the United States has exceeded that of active funds managed by fund managers 

since 2023, and the current market share is 53%.1 Therefore, today I would like to share 

with you the three advantages of using index funds for asset allocation compared to 

investing in individual stocks and active funds. 

 

(1) Index products are simple  

Compared with active funds, index products usually charge lower management fees 

and are more attractive to investors. The investment strategy of index products is 

simple and direct. By tracking the index, it is easy to obtain relevant information 

about the index. The list of constituent stocks and industry allocations is clear at a 

glance, making it very suitable for busy urbanites. 

(2) Index funds have outperformed active funds over the past 10 years  

One of the benefits of investing in funds over investing in individual stocks is 

diversification. Index funds and active funds can both diversify investments, so what is 

the difference in performance? Warren Buffett believes that over time, active 

investing will underperform simple index investing. The latest SPIVA report also has 

the same analysis. In the past 10 years, more than 80% of active equity funds in 

different markets have underperformed their benchmark indexes, reflecting that even 

if active equity funds have fund managers to do research and actively manage the 

portfolios, their long-term performance may not be as good as index funds.  

(3) Asset allocation is more important than stock picking  
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Asset allocation plays an important role in investment returns. Quite a few academic 

studies have pointed out that approximately 90% of a portfolio’s long-term returns 

depends on its asset allocation. In other words, appropriate asset allocation is more 

important than stock selection.  

There are many index products on the market, covering different asset classes and 

markets. Therefore, investors can use index products for asset allocation and 

determine the proportion of asset categories and markets based on their personal 

risk appetite and their own needs. Hang Seng Investment also has different products, 

including fixed-income investment products with lower risks, such as US Treasury 

index funds, which have lower volatility and default risks, allowing investors to make 

appropriate defensive deployments while pursuing returns.  For those seeking asset 

growth, it is advisable to pay attention to index funds in the stock market, including 

mainland China, Hong Kong, the United States, and Japan, each possessing distinct 

highlights and characteristics. Additionally, these index funds offer a variety of 

currency categories. 

 

The most important consideration for investors is to understand their risk tolerance 

and financial needs. Selecting investment tools that align with the current life stage 

and objectives is crucial. Furthermore, diversifying investments across various asset 

classes, such as stocks, bonds, and commodities, is essential to achieve a balanced 

risk-return profile. Utilizing different index funds for asset allocation can help meet a 

range of financial requirements. Wishing all investors successful investing and see 

you next time!  

 

Remark 

1. Source: Morning Direct Asset Flows, as of 31 Dec 2024 
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Disclaimer  

 
The content is prepared by Hang Seng Investment Management Limited (“HSVM”) and is for 

reference only. At the time of publication of the content, certain information of the content is 

obtained and prepared from sources which HSVM believes to be reliable, and the opinions 

contained herein are for general reference only. HSVM does not warrant, guarantee or represent 

the accuracy, validity or completeness of such information. The information contained in this 

document may be indicative only and has not been independently verified and no guarantee, 

representation, warranty or undertaking, express or implied is made as to the fairness, accuracy, 

completeness or correctness of any information, projections or opinions contained in this 

document or the basis upon which any such projections or opinions have been based and no 

responsibility or liability is accepted in relation to the use of or reliance on any information, 

projections or opinions whatsoever contained in this document. HSVM reserves the right to 

change the content without notice. Re-distribution of any part of this document by any means is 

strictly prohibited. The content is the view of HSVM and does not constitute and should not be 

regarded as an offer, solicitation or recommendation to anyone to deal in or invest into any 

investment product. 

 

This document does not constitute as investment research and is not intended to provide 

professional investment or other advice. Investors should make their own assessment of the 

relevance, accuracy and adequacy of the information and opinions contained in this document and 

make such independent investigations as they may consider necessary or appropriate for the 

purpose of such assessment. Investors should read the relevant investment product’s offering 

document (including the full text of the risk factors and charges stated therein) before making any 

investment decision. Investment involves risks (including the risk of loss of capital invested), 

prices of investment product units may go up as well as down, past performance is not indicative 

of future performance. The investments mentioned or discussed in this document may not be 

suitable for all investors. If investors have any doubt about the content or investment product 

(including its offering document), they should seek independent professional financial advice. 

HSVM will not be liable to anyone for any cost, claims, fees, penalties, loss or liability incurred if 

the content is improperly used. 

 

The investment products managed by HSVM may invest in or adopt investment strategy similar or 

the same to those mentioned in the content. 

 

The content shall not be duplicated or stored or distributed or “Hang Seng Investment 

Management Limited”,  “恒生投資管理有限公司”,  “恒生投資管理” , “恒生投資” or 

any marks containing these names shall not be used without the prior written consent of HSVM. 

 

HSVM and Hang Seng Indexes Company Limited and other index companies (collectively “Index 

Companies”) are separate and independent entities, HSVM’s views and opinions do not represent 

the views or opinions of the Index Companies and HSVM cannot influence Index Companies on 

any matter. 

 

The content has not been reviewed by the Securities and Futures Commission. 

 

 


